BEFORE THE OIL CONSERVATION DIVISION
ENERGY AND MINERALS DEPARTMENT
STATE OF NEW MEXICO

APPLICATION FOR APPROVAL
THE NORTHEAST ARTESIA UNIT AGREEMENT
EDDY COUNTY, NEW MEXICO

New Mexico Cil Conservation Division C:Lk/iﬁ- :7é;<5;3

Santa Fe, New Mexico 87501

Comes the undersigned, Randolph M. Richardson, with offices in Roswell,
New Mexico and files herewith one (1) copy of the proposed Unit Agreement for
the development and operation of the Northeast Artesia Unit Area, Eddy County,
New Mexico, and hereby makes application for approval of said Unit Agreement as
provided by law, and in support thereof states:

1. That the proposed Unit Area covered by said Agreement embraces 2,560.00
acres of land, more or less, more particularily described as follows:

Township 16 South, Range 26 East, N.M.P.M.
Sections 25, 26, 35, 36: All

2. That said Unit Area contains 640.00 acres, 25%, State of New Mexico lands;
200 acres Federal land, 7.81%; and, 1720.00 acres of patented (fee) lands, 67.19%.

3. That Applicant is informed and believes, and upon such information and
belief, states, that the proposed Unit Area covers all, or substantially all, of
the geological feature involved, and that in the event of production of oil and
gas thereon, that said Unit Agreement will permit the producing area to be devel-
oped or operated in the interest of conservation and the prevention of waste of the
unitized substances.

4. That Randolph M. Richardson is designated as the Unit Operator in said
Agreement, and, ‘as such, is given the authority under the terms thereof to carry
on all operations necessary for the development and operation of the .Unit Area for
oil and gas, subject to all applicable laws and regulations. That said Unit Agree-
ment provides for the drilling of the test well to a depth sufficient to test the
lower Pennsylvanian Formation, but applicant is not required to drill said well
in any event to a depth in excess of 8,500 feet.

5. That the applicant believes that in the event o0il or gas is discovered
in paying quantities on lands within the Unit Area, that the area can be developed
more economically and efficiently under the terms of said Unit Agreement to the end
that maximum recovery will be obtained of unitized substances and that said Unit
Agreement is in the interest of conservation and prevention of waste as comtemplated
by the New Mexico 0il Conservation Division rules and regulations.

6. That application for approval of said Unit Agreement has been filed with
the Commissioner of Public Lands of the State of New Mexico.

7. That upon an Order being entered by the New Mexico 0il Conservation Divi-
sion approving said Unit Agreement, an approved and executed copy will be filed
with the 0il Comservation Division.

WHEREFORE, the undersigned applicant respectfully requests that a hearing be
held before an examiner on the matter of said Unit Agreement, and that upon said
hearing, said Unit Agreement be approved by the New Mexico 0il Conservation Divi-
sion as being in the interest of conservation and the prevention of waste.

Applicant respectfully requests that this matter be heard at the first avail-
able hearing following this following this date.

DATED this 4th day of March, 1983.

Randolph M. Richardson, III
Attorney at Law

Post Office Box 2423
Roswell, New Mexico 88201




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
NORTHEAST ARTESIA UNIT AREA
EDDY COUNTY, NEW MEXICO

NO.

THIS AGREEMENT, entered into as.pf the 15th day of January, 1983, by and
between the parties subscribing, ratifying or consenting hereto, and herein referred

to as the '"parties hereto";
WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty, or other

0il or gas interests in the unit area subject to this agreement; and

WHERZAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal lessees and their re-
presentatives to unite with each other, or jointly or separately with others, in
collectively adopting and operating a cooperative or unit plan of development or
operation ¢f any oil or gas pool, field, or like area, or any part thereof for the
purpose of moré properly conserving the natural resources thereof whenever deter-
mined and certified by the Secretary of the Intericr to te necessary or advisable

&

in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 1943) as amended
by Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, Art. 10, Sec. 45, New Mexico
Statutes 1980 Annotated), to consent to and approve the development or o%eration
of State Lands under agreements made by lessees of State Land jointly or severally
with other lessees where such agreements provide for the unit operation or develop-

ment of part of or all of any oil or gas pool, field, or area; and

WHEREAS, the Commissioner of Public Lands of the ttate of New Mexico is
authorized by an Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap. 19,
Art. 10, Sec. L7, New Mexico Statutes 1973 Annoct.) to amend with the approval of
lessee, evidenced by the lessee's execution of such agreement or otherwise, any oil
and gas lease embracing State Lands so that the length of the term of said lease may
coincide with the term of such agreements for the unit operation and development of

part or all of any oil or gas pool, field, or area; and



WHEREAS, the Oil Comnservation Division of the Fnergy and Minerals Depart-
ment of the State of New Mexico (hereinafter referred to as the '"Division'"), is
authorized by an Act of the Legislature (Chap. 72, Laws 1935, as amended, being
Section 70-2-1 et seq. New Mexico Statutes Annotated, 1978 Compilation) to approve

this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto holdfisufficient interests in the Northeast Artesiz
Unit Area covering the land hereinafter described to give reasonably effective con-

trol of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural re-
sources, prevent waste and secure other benefits obtainable through development and
operation of the area subject to this agreement under the terms, conditions and

limitations herein set forth;

NOW THEREFORE, in consideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective interests

in the below defiqed unit area, and agree severally among themselves as follows:

ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February 25,

1920, as amendé&d, supra, and all valid bertinent regulations, including operating
and unit plan regulations, heretofore issued thereunder or valid, pértinent, and
reasonable regulations hereafter issued thereunder areeaccepted and made a part of
this agreement as to Federal lands, provided such regulations are not inconsistent
with the terms of this agreement; and as to non-Federal lands, the o0il and gas
operating regulation;‘iﬁ ;ffect as of the effective date hereof governing drilling
and producing operations, not inconsistent with the terms hereof or the laws of

the State in which the non-Federal land is located, are hereby accepted and made

a part of this agreement.

1. UNIT AREA: The following described land is hereby designated and

recognized as constituting the unit area:

T-16-S, R-26-E, N.M.P.M.
Secs. 25, 26, 35, 36: All

Containing 2,560.00 Acres,
more or less,
Eddy County, New Mexico



Exhibit A attached hereto is a map showing the unit area and the bound-~
aries and identity of tracts and leases in said area to the extent known to the
unit operator. Exhibit B attached hereto is a schedule showing to the extent known
to the unit operator the acreage, percentage and kind of ownership of 0il and gaa
interests in all lands in the unit area. However, nothing herein or in said schedule
or map shall be construed as a representation by any party hereto as to the owner-
ship of any interest other than such interest or interests as are shown on said
map or schedule as owned by such party. Exhibite A and B shall be revised by the
unit .operator whenever changes in ownership in the unit area render such revisions
necessary or when requested by the Commissioner of Public lLands, hereinafter refer-
red to as '"Commissioner" or the 0il Conservation Division, hereinafter referred to
as the "Division".

All land committed to this agreement shall constitute land referred to

herein as "unitized land" or "land subject to this agreement'.

2. UNITIZED SUBSTANCES: All oil, gas, natural gasoline, and associated
fluid hydrocarboﬁs in any and all formations of the unitized land are unitized under

the terms of <his agreement and herein are called "unitized substances'.

3. UNIT OPERATOR: Randolph M. Richardson whose address is P.0. Box

2423, Roswell, KM 88201 is hereby designated as unit operator and by signature hereto

commits to this agreement all interest in unitized substances vested in it as set
forth in Exhibit B, and agrees and consents to accept the duties and obligations of
unit operator for tke discovery, development and production of unitized substances
as herein provided. Whenever reference is made herein to the unit operator, such
reference means the unit operator.acting in that capacity and not as an owner of
interests in unitized substances, and the term "working interest owner'" when used
herein shall include or refer to unit operator as the ownrr of a working 1interect

when such an interest is owned by it.

4. RESGINATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall have the

right to resign at any time but such resignation shall not become effective unti% a
successor unit operator has been selected and approved in the manner provided for in
Section 5 of this agreement. The resignation o! the unit operator shall not release
the unit operator from any liability or any defa:lt by it hereunder occurring prior

to the effactive date of its resignation.

Unit operator may, upon default or tiilure in *he performance of :ts

duties or obligations hereunder, be subiect %o removal bty lhe same percentage vote



of the owners of working interests determined in like manner as herein provided
for the selection of a new unit operator. Such removal shall be effective upon

notice thereof to the Commissioner and the Division.

The resignation or removal of the unit operator under this agreement

shall not terminate his right, title or interest as the owner of a working inter-
£

est or other interest in unitized substanc;s, but upon the resignation or removal
of unit operator becomingleffective, such unit operator shall deliver possession
of all.equipment, materials, and appurtenances used in conducting the unit oper-
ations and owned by the working interest owners to the new duly qualified suc-
cessor unit operator, or to the'owners thereof if no such new unit operator is
elected, to be used for the purpose of conducting unit operations hereunder. Nothing

herein shall be construed as authorizing removal of any material, equipment and

appurtenances needed-for the preservation of wells.

S. SUCCESSOR UNIT OPERATOR: Whenever the unit operator shall resign

as unit operator or shall be removed as hereinabove provided, the owners of the
working interests according to their re;pective acreage interests in all unitized
land shall by ; majority vote select a successor unit operator; provided that, if

a majority but less than seventy-five percent (75%) of the working interests quali-
fied to vote is owned by one party to this agreement, a concurring vote of sufficient
additional parties, so as to constitute in the aggregate not less than seventy-five
percent (75%) of thenfopglhworking interests, shall be required to select a new
operator. Such selection shall not become effective until (a) a unit operator so
selected shall accept in writing the duties and responsibilities of unit.operator,
and (b) the selection shall have been approved by the Commissioner. If no successor

unit operator is selected and qualified as herein provided, the Commissioner at his

election, with notice to the Division, may declare this unit agreement terminated.

6. ACCOUNTING PROVISIONS: The unit operator shall pay in the first in-

stance all costs and expenses incurred in conducting unit operations hereunder, and
such costs and expenses and the working interest benefits accruing hereunder shall
be apportioned, among the owners of the unitized working interests in accordance
with an operating agreement entered into by and between the unit operator and owners

of such interests, whether one or more, separately or collectively. Any agreement or



agreements entered into between the working interest owners and the unit operator
as provided in this section, whether one or more, are herein referred to as the
"Operating Agreement'. No such agreement shall be deemed either to modify any of
the terms and conditions of this unit agreement or to relieve the unit operator
of any inconsistencies or conflict betweeq{}his unit agreement and the operating

agreement, this unit agreement shall pr.vail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise specifi-

cally brovided herein, the exclusive right, privilege and duty of exercising any
and all rights of the parties héreto which are necessary or convenient for pros-
pecting for producing, storing, allocating and distributing the unitizied substances
are hereby delegated to and shall be exercised by the unit operator as herein pro-
vided. Acceptable evidence of title to said rights shall be deposited with said
unit operator and, together with this agreement, shall constitute and define the
rights, privileges and obligations of unit operator. Nothing herein, however, shall
be construed to tr;nsfer title to an land or to any lease or operating agreement,

it being understood that under this agreement the unit operator, in its capacity

as unit operator, shall exercise the rights of possession ans use vested in the

parties hereto only for the purposes herein specified.,

8. DRILLING TO DISCOVERY: The unit operator shall, within sixty (60)

days after the effective date of this agreement, commence operations upon an adequate
- .
test well for oil and gas upon some part of the lands embrace within the unit area

and shall drill said well with due diligence to a depth sufficient to test the lower

Morrow formation or to such a depth as unitized substances shall

be discovered in paying gquantities at a lesser depth or until it shall, in the opinion
of unit operator, be determined that the further drilling of said well shall be un-
warranted or impracticable; provided, however, that unit operator shall not, in any
event, be required to drill said well to a depth in excess of _8,500 feet. Until a
discovery of a deposit of unitized substances capable of being produced in paying
quantities (to-wit: quantities sufficient to repay the costs of drilling and produc-
ing operations with a reasonalbe profit) unit operator shall continue drilling dili-
gently, one well at a time, allowing not more than six months between the compl?tion

of one well and the beginning of the next well, until a well capable of producing

un



unitized substances in paying quantities is completed to the satisfaction of the Commis-
sioner or until it is reasonably proven to the satisfaction of the unit operator that the
unitized land is incapable of producing unitized substances in paying quantities in the
formation drilled hereunder.

Any well commenced prior to the effective date of this agreement upon the unit area
and drilled to the depth provided herein for the drilling of an intital test well shall be
considered as complying with the drilling requirements hereof with respect to the initial
well, The Commissioner may modify the drilling requirements of this section by granting
reasonable extensions of time when in his opinign such action is warranted. Upon failure
to comply with the drilling prévisions of this article the Commissioner may, after rea-
sonable notice to the unit operator and each working interest owner, lessee and lessor at
their last known addresses, declare this unit agreement terminated, and all rights, privi-
leges and obligztions granted and assumed by this unit agreement shall cease and terminate

as of such date.

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES:

Should unitized substances in paying quantities be discovered upon the unit area, the
unit operator shall on or before six months from the time of the completion of the initial
discovery well and within thirty days after the expiration of each twelve months period
thereafter, file a report with the Commissioner and Division of the status of the develop-
ment of the unit area and the development contemplated for the following twelve months period.

It is understood that one of the main considerations for the approval of this agree-
ment by the Commissioner of Public Lands is to secure the orderly development of the
unitized lands in accordance with good conservation practices so as to obtain the greatest
ultimate recovery of unitized substances.

After discovery of umitized substances in paying quantities, unit operator shall pro-
ceed with diligence to reasonably develop the unitized area as a reasonably prudent opera-
tor would develop such area under the same or similar circumstances.

If the unit operator should fail to comply with the above covenant for reasonable
development this agreement may be terminated by the Commissioner as to all lands of the
State of New Mexico embracing undeveloped regular well spacing or proration units, but in
such event, the basis of participation by the working interest owners shall remain the
same as if this agreement had not been terminated as to such lands; provided, however, the
Commissioner shall give notice to the unit operator and the lessees of record in the man-
ner prescribed by (Sec. 19-10-20 N.M. Statutes 1978 Annotated,) of intention to cancel on
account of any alleged breach of said covenant for reasonable development and any decision
entered thereunder shall be subject to appeal in the manner prescribed by (Sec. 19-10-23
N.M. Statutes 1978 Annotated) and, provided further, in any event the unit operator shall
be given a reasonable opportunity after a final determination within which to remedy any

default, failing in which this agreement shall be terminated as to all lands of the State
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of New Mexico embracing undeveloped regular well spacing or proration units.
Notwithstanding any of the provisions of this Agreement to the contrary, all unde-

veloped regular well spacing or proratién unit tracts within the unit boundaries embracing

lands of the State of New Mexico shall be automatically eliminated from this Agreement

and shall no longer be a part of the unit or be further subject to the terms of this

Agreement unless at the expiration of five year® (5) after the first day of the month

following the effective date of this Agreement diligent drilling operations are in

progress on said tracts.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of

producing unitized substances in paying quantities, the owners of working interests
shall participate in the production therefrom and in all other producing wells which
may be drilled pursuant hereto in the proportions that their respective leasehold
interests covered hereby on an acreage basis bears to the total number of acres com-—
mitted to this unit agreement, and such unitized substances shall be deemed to have
been produced from the respective leasehold interests participating therein. For the
purpose of determining-any benefits accruing under this agreement and the distribution
of the royalties payable to the State of New Mexico and other lessors, each separate
lease shall have allocated to it such percentage of said production as the number of
acres in each lease respectively committed to this agreement bears to the total num-
ber of acres committed hereto.

Notwithstanding any provisions contained herein to the contrary, each work-
ing interest owner shall have the right to take such owner's proportionate share of
the unitized substances in kind or to personally sell or dispose of the same, and
nothing herein contained shall be construed as giving or granting to the unit operator
the right to sell or otherwise dispose of the proportionate share of any working inter-

est owner without specific authorization from time to time so to do.

11. ALLOCATION OF PRODUCTION: All unitized substances produced form each

tract in the unitized area established under this agreement, except any part thereof

used for production or development purposes hereunder, or unavoidably lost, shall be
deemed to be produced equally on an acreage basis from the several tracts of the unitized
land, and for the purpose of determining any benefits that accrue on an acreage basis,
each such tract shall have allocated to it such percentage of said production as its area
bears to the entire unitized area. It is hereby agreed that production of unitized
substances from the unitized area shall be allocated as provided herein, regardless

of whether any wells are drilled on any particular tracts of said unitized area.
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12. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDINGC ROYALTIES:

All rentals due the State of New Mexico shall be paild by the respective
lease owners in accordance with the terms of their leases.

All royalties due to the S;ate of New Mexico under the terms of the lcases
committed to this agreement shall be computed and paid on the basis of all unitized
substances allocated to the respective leases committed hereto; provided, however,
the State shall be entitled to take in kind{its share of the unitized substances al-
located to the respective leases, and in such case the unit operator shall make deliverie
of such royalty oil in accordance with the terms of the respective leases.

All rentals, if any, due under any leases embracing lands other than the
State of New Mexico, shall be pa{d by the respective lease owners in accordance with
the terms of their leases and all royalties due under the terms of any such leases
shall be paid on the basis of all unitized substances allocated to the respective leases
committed hereto.

If the unit operator introduces gas obtained from sources other than the
unitized substances into any producing formation for the purpose of repressuring,
stimulating or increasing the ultimate recovery of unitized substances therefrom, a
like amount of gas, if available, with due allowance for loss or depletion from any
cause may be withdrawn from the formation into which the gas was introduced royalty

free as to dry gas but not as to the products extracted *therefrom; provided, that such

withdrawal shall be at such time as may be provided in a plan of operation consented
to by the Commissioner and approved by the Division as conforming to good petroleum
- .. -

engineering practice; and provided further, that such right of withdrawal shall ter-

minate on the termination of this unit agreement.

If any lease committed hereto is burdened with an overriding royalty, pay-

ment out of production or other charge in addition to the usual royalty, the owner

of each such lease shall bear and assume the same out of the unitized substances

allocated to the lands embraced in each such lease as provided herein.

13. LEASES AND CONTRACTS COUFORMED AND EXTENDED INSOFAR AS THEY APPLY
TO LANDS WITHIN THE UNITIZED AREA:

The terms, conditions and provisions of all leascs, subleases, operating
agreements and other contracts reltaing to the exploration, drilling developreut or
operation for oil or gas of the lands committed to this apreement, shall as of the
effective date hereof, be and the same are herchy expressly modified and amended

fneofar as they apply to lands within the unftized arvea to the extent necessarvy to



mke the same conform to the provisions hereof and so that the respective terms of
said leases and agrecments will be extended insofar as necessary to coincide with
the term of this agreement and tﬁg approval of this agreement by the ommissioner and
the respective lessors and lessees shall be effective to conform the provisions and
extend the terms of each such lease as to lands within the unitized area to the pro-
visions and terms of this agreement; but otherwise to remain in full force and effect.
Each lease committed to this agreement, inséfar as it applies to lands within the
unitized area, shall continﬁé in force beyond the term provided therein as long as
this agreement remains in effect, provided, drilling operations upon the initial test
well provided for herein shall have been commenced or said well is in the process of
being drilled by the unit oper#tor prior to the expiration of the shortest term lease
committed to this agreement. Termination of this agreement shall not effect any lease
which pursuant to the terms thereof or any applicable laws would continue in full force
and effect thereafter. The commencement, completion, continued operation or production
on each of the leasehéld interests committed to this agreement and operations or pro-
duction pursuant to this agreement shall be deemed to be operations upon and produc-
tion from each leaséhold interest comnmitted hereto and there shall be no obligation
on the part of.the unit operator or any of the owners of the respective leasehold
interests comnitted hereto to drill offsets to wells as between the leasehold inter-
ests committed to ths agreement, except as provided in Section 9 hereof.

Any lease embracing lands of the State of New Mexico having only a portion
of its lands committed hereto shall be segregated as to the portion committed and
as to the protion not wommifted and the terms of such leases shall apply separately as
to such segregated portions commencing as of the effective date hereof. Notwithstand-
ing any 6f the provisions of this ag;ecmcnt to the contrary, any lease embracing lands
of the State of New Mexico having only a portion of its lands committed hereto shall
continue in full force and effect beyond the term provided therein as to all launds
embraced in such lease, if oil and gas, o% either of them, are discovered and are being
produced in paying quantitics from some part of the lands embraced in such lease com-
mitted to this agrecment at the expiration of the secondary term of such lease, or if,
at the expiration of the secondary term, the lessec or the unit operator is then en-
gaged in bonu fide drilling or reworking cperations on some part of the lands embraced
therein shall remain in full force and effect so long as such operations are belng
diligently prosccuted, and they result In the production of o0il or gas, said lease
shall continue in full force and effect as to all of the lands embfaced thereln, so long
thercafter as oil and gas, or either of them, are belng produced in paying quantities fre

any portion of said lands,



‘%, CONSERVATION: Operations hereunder and production of unitized sub-

stances shall be conducted to provide for the most economical and efficient recovery
of said substances without waste, as defined by or pursuant to State laws or regula-
tions.

15. DRAINAGE: In the event a well or wells producing oil or gas in paying
quanities should be brought in on land adjacent to the unit area draining unitized
substances from the lands embraced therein{,unit operator shall drill such offset well
or wells as a reasonably prudent operator would drill under the same or similar cir-
cumstances.

16. COVENANTS RUN WITH LAND: The covenants herein shall be construed to

be covenants running with the land with respect to the interests of the parties here-
to and their successors in interest until this agreement terminates, and any grant,
transfer or conveyance of interest in land or leases subject hereto shall be and here-
by is conditioned upon the assumption of all privileges and obligations hereunder to
the grantee, transferee or other successor in interest. No assignment or transfer or
any working, royalty, or other interest subject hereto shall be binding upon unit op-
erator until the first day of the calendar month after the unit operator is furnished

with the original, photostatic, or certified copy of the instrument of transfer.

17. °‘EFFECTIVE DATE AND TERM: This agreement shall become effective upon
approval by the Commissioner and the Division and shall terminate in two years after
such date unless (a) such date of expiration is extend;d by the Commissioner, or (b)

a valuable discovery of unitized substances has been made on unitized land during said
initial term or any extension thereof in which case this agreement shall remain in
effect so long as un:;i;eéﬁsubstances are being produced in paying quantities from the
unitized land and, should production cease, so long thereafter as diligent operations
are in progress for thg restoration of production and so long thereafter as the unitizec
substances so ciscovered can be produced as aforesaid. This agreement may be termin-
ated at any time by not less than seventy-five percent (75%) on an acreage basis of the
owners of the working interests, signatory hereto, with the approval of the Commission-
er and with notice to Division. Likewise, the failure to comply with the drilling
requirements of Section 8 hereof, may subject this agreement to termination as provid-

ed in said section.

13. RATE OF PRODUCTION: All production and the disposal thereof shall be

in conformity with allocations, allotments, and quotas made or fixed by the Commission,

and in conformity with all applicable laws and lawful regulations.
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19. APPEARANCES: Unit operator shall, after notice to other parties af-
f‘c;éd,.have the right to appear for and on behalf of any and all interests affected
hereby, before the Commissioner of Public Lands and the Division, and to appeal from
orders issued under the regulations of the Commissifoner or Division, or to apply for
relief from any of said regulations or in any proceedings on its own behalf relative
to operations pending before the Commissioner or Division: provided, however, that any
other imterest party shall also have the rig?t at his own expense to appear and to
participate in any such proceeding.

. 20.NOTICES: All notices, demands, or statements required hereunder to be given
or zendered to the parties hereto, shall be deemed fully given, if given in writing and
sent by postpaild registered mailh addressed to such party or parties at their respec-
tive addresses, set forth in connection with the signatures hereto or to the ratifi-
cation or consent hereof, or to such other address as any such party may have furnished

in writing to party sending the notice, demand, or statement.

21. UNAVOIDABLE DELAY: All obligations under this agreement requiring the

unit operator to commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by this agreement, shall be suspended while,
but only so long as, the unit operator, despite the exercise of due care and diligence,
is prevented fro; complying with such obligations, in whole or in part, by strikes,
war, act of God, Federal, State, or municipal law or aggncies, unavoidable accidents,
uncontrollable delays in transportion, inability to obtain necessary materials in open
market, or other matters beyond the reasonable control of the unit operator, whether

gsimilar to matters herein enumerated or not.
D I -

22, L0OSS OF TITLE: 1In the event title to any tract of unitized land or

substantfal interest therein shall fail, and the true owner cannot be ind;ced to join
the unit agreement so that such tract is not committed to this agrecement, or the oper-
tio& thercof hereunder becomes impracticable as a result thereof, such tract may be
eliminated from the unitized area, and the interest of the parties readjusted as a re-
sult of such tract being eliminated from the unitized area. In the event of a dispute
as to the title to any royalty, working, or other Interest subject hereto, the unit
operator may withhold payment or delivery of the allocated portion of the unitized
substances involved on account thereof, without liahility for interest until the dis-
pute is finally scttled, provided that no payments of funds due the State of Hew Mexlco
shall be withheld. Unit operator, as such, i reliceved from any responsibility for any
defect or failure of any title hercunder. .
23.  SURSEQUENT JOINDER: Any ofl or gas futerest fn ands withino the unit

area not committed heveto, prior to the subwission of the aprecement for final approval
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by the Commissioner and the Division, may be committed hereto by the owner or owners
of such righte, subscribing or consenting to this agreement, or executing a ratifi-
cation tﬁcreof, and if such owner is also a working interest owner, by subscribing to
the operating agreement providing for the allocation of costs of exploration, develop-
ment, and operation. A subsequent joinder shall be effective as of the first day of
the month following the approval by the Com%}ssioner and the filing with the Division
of duly executed counterpagts of the instrument or instruments committing the interest
.ot such owner to this agreement, but such joining party or parties, before participating
in any benefits hereunder, shall be required to assume and pay to unit operator, their
proportionate share of the unit expenses incurred prior to such party's or parties
joinder in the unit agreement, and the unit operator shall make appropriate adjust-

ments caused by such joinder, without any retroactive adjustment or revenue.

2k. COUNTERPARTS: This agreement may be executed in any number of counter-

parts, no one of whicﬁ needs to be executed by all parties, or may be ratified or
comserted to by separate instrument in writing specifically referring hereto, and
" shall be binding uﬁon all those parties who have executed such a counterpart, ratifi-
¢ation, or consent hereto with the same force and effect as if all such parties had
R )

signed the same document, and regardless of whether or not it is executed by all other

parties owning or claiming an interest in the lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have caused this agree-

ment to be executed as of the respective dates set forth opposite their signatures.

W ..

UNIT OPERATOR AND WORKING INTEREST OWNER

DATE:
By
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
» 19 » by s
of a

corporation on behalf of said corporation.

My Commission Expires:

Notary Public
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EXHIBIT "B"
Schedule Showing All Lands and Leases
Within the Northeast Artesia Unit Area
Eddy County, New Mexico

TRACT DESCRIPTION ACRES LEASE NO. AND BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
NO. OF LAND EXP. DATE & PERCENTAGE : - AND PERCENTAGE AND PERCENTAGE AND PERCENTAGE

All Lands are Located in T-16-S, R-26-E, N.M.P.M.

Federal Lands

1. Sec. 25: NE%4NE% 40.00 NM-43533 Usa Donald R. Curry and All Donald R. Curry,
6-30-91 12,5 R. L. Thornton R.L. Thornton All
2. Sec. 26: W5SW% 5 160.00 NM~44522 USA Exxon Corp. All J.G. Arroyo Exxon Corp. All
Sec. 35: WiNWX 7-31-91 12.5 . 5%

200.00 >nnmm Federal Lands

State of New Mexico Lands .

1

w.mmn.wo"zwzzwmzwzzwboo.oo rou_um_ .mnmnm mxxosmoonv. >HH zosm mxxonnonu. >HH
skswk, NExswk, whsek, 10-1-83 12.5 |
NEXSEX, SEXNEX

4, Sec. 36: SWXNEX,SEXSEX 80.00 LG-6790 State Exxon Corp. All None Exxon Corp. All
. 8-1-89 12.5



1 |

5. Sec. 36: SE%NW%

6. Sec. 36: NYNEY, Nwiswk

N

7. Sec. 25: NW%, S
SW4NE%

Sec. 26 EXNEX,
NE%SE%

’

40.00

120.00

V-502
5-1-87

LH-1649
6-1-92

State
12.5

State
12.5

640.00 Acres State of New Mexico Lands

640.00

9-9-84

- 9-9-84

9-9-84

9-9-84

9-9-84

5=~15-84

5-15-84

5-15~84

Fee (Patented) Lands

Wallace S, Gates, et ux
1/20 x 3/16

John W. Gates, et ux
1/20 x 3/16

Virginia G. Irish, et vir
1/20 x 3/16

Helen G. Maxwell, SSP
_\Np x 3/16

Robert B, Gates, et ux
1/20 x 3/16

Elizabeth M. Winston
1/320 x 3/16

Donald W. Newton, Trustee
1/160 x 3/16

L. Raymond Scherer
1/320 x 3/16

Donald R. Curry & All
R. L. Thornton

Donald R. Curry & All
Robert L. Thornton

Read & Stevens, Inc. 25.0

Exxon Corp.

Exxon Corp.

Exxon Corp.

Page -2-

None R. L. Thornton & All
Donald R. Curry

None Donald R. Curry &All
Robert L. Thornton

None Read & Stevens, 257
Inc.

None Exxon Corp. 3125

None Exxon Corp. .625

None Exxon Corp. «3125



Tract #7

continued

Title

5-15-84

5-1-84

5-15-84

Title

5-15-84

5-15-84

5-15-84

Title

5-15-84

7-5-84

5-1-84

12-20-83

Erle A. Dickerson
1/640 x 3/16

Richard H. Marshall Exxon
1/320 x 3/16

Joyce A, Fahlman Exxon
1/160 x 3/16

Kathryn Knops Exxon
1/320 x 3/16
Margaret M. Norton .
1/320 x 3/16

Josephine Hilditch Exxon
1/320 x 3/16

Roger Westman Exxon
1/320 x 3/16

Mary A, Baida Exxon
1/128 x 3/16

Southeast Bank & Trust (Rand)
1/320 x 3/16

Charles A. Kelly Exxon
1/320 x 3/16
.xcnn< C. McKinnon Exxon
1/320 x"3/16

Sally A. Ellis Exxon
1/320 x 3/16

F. B. Hubachek R. M,

1/320 x 3/16

Corp.
Corp.

Corp.

Corp.
Corp.

Corp.

Corp.
%onv.
Corp.

Richardson

None

None

None

None

None

None

None

None

None

None
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Exxon

Exxon

Exxon

Exxon

Exxon

Exxon

Exxon

Exxon

Corp.

Corp.

Corp.

Corp.

Corp.

Corp.

Corp.

Corp.

Corp.

Richardson

.3125

.625

3125

.3125

.3125

.78125

.3125

.3125

.3125

.3125



Tract #7 Continued

Title

12-20-83

12-20-83

12-20-83

5-15-84

2-12-84

2—-8-84

Title

Title

Title

2~-7-84

2-12-84

John E. McGibbon

Jan M. Fox
1/960 x 3/16

J. Laird Marshall R. M. Richardson
1/960 x 3/16

Owen Marshall R. M. Richardson
1/960 x 3/16

Helen Bristol Trust R. M. Richardson
1/160 x 3/16

H. Cedrick Alward Exxon Corp.
1/320 x 3/16

Minneapolis Foundation R. M. Richardson
1/320 x 1/4

Stephen S. Badger, Est. R. M. Richardson
1/320 x 3/16

First National Bank of
Minneapolis (Carlton)
1/320 x 3/16

The Bennett Office
1/160 x 3/16

LN

1/320 x 3/16

San Diego Trust & Savings R. M. Richardson
Bank - 1/320 x 3/16

S. G, Karr
1/8

Quetico Superior Foundation R. M. Richardson
1/732 x 1/4

None

None

None

None

None

None

None

None

Page ~4-

R. M. Richardson

R. M. Richardson

R. M. Richardson

Exxon Corp.

R. M. Richardson

R. M. Richardson

R. M. Richardson

R. M. Richardson

. 10417

. 10417

.6250

L3125

L3125

.3125

.3125

3125



Tract #7 Continued ...

8.

w.

Sec,

Sec.

25:

25:

2-12-84

2-12-84

Open

9-9-84

NW%NE% 40.00

9-9-84

9-9-84

9-9-84

.9-9-84

Open

SEXNEX 40.00 9-9-84

Winston Partners R. M. Richardson
1/8 x 1/4

Marshall & Winston, Inc. R. M. Richardson

1/4 x 1/4

Permian Expl. Corp.
1/8

Wallace S. Gates Read & Stevens, Inc.

1/10 x 3/16

John W. Gates
1/10 x 3/16

Virginia G. Irish
1/10 x 3/16

Helen G, Maxwell
1/10 x 3/16

Robert B, Gates
1710 x 3/16

Permian Exploration
1/8 .

™

‘S. G. Karr
3/8 )

Wallace S. Gates
1/5 x 3/16

Read & Stevens, Inc.

John W. Gates, et ux
1/5 x 3/16

50.00

All

None

None

None

None
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R. M. Richardson

R. M. Richardson

Read & Stevens,
Inc.

Read & Stevens,
Inc.

12.50

25.00

50.00

all
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Tract #9 continued ...

Virginia G. Irish

1/5 x 3/16
Helen G. Maxwell
1/5 x 3/16
Robert B. Gates, et ux
1/5 x 3/16
10. Sec. 26: N3/4W5NE4NWY, 75.00 11-5-84 Johnson Family Trust Read & Stevens, Inc. All None Read & Steverns, All
W5NW5NE%, 8/8 x 3/16 Inc.
W5NW4SEY,
N%SW% SEX
11. Sec. 35: EXE4NE% - 40.00 11-5-84 Johnson Family Trust Read & Stevens, Inc. None Read & Stevens, All
8/8 x 3/16 All Inc.
12. Sec. 26: N3/4E5NE4NWY, 95.00 . Charlene S. Byers
EXNWLNE%
mwzzmmmm. 8/8 x 3/16
]
S%SW%SE% - .
Sec. 35: W4NE4NEX . .
£
13, Sec. 26: SE4SEL 40.00 Charlene S. Byers
1/2 x 3/16 -
12-24-84 Henry R. Wilson Yates Pet. Corp. 50.00 None Yates Pet. Corp. 50%

1/2 x 3/16



l4.

17.

18.

Sec. 26:

Sec. 26:

Sec. 26:

Sec. 26:
Sec. 35:

Sec, 35:

SW5NE% 40.00
WENWY, 100.00
S4%SE4NWL

mwzmeSW., 30.00
NSSE4NWY ™

E%SW% 160.00
SEXNWX,

SWXNE%

NWANEX, 80.00
Nw4SE%

8-24-84

8-24-84

8-24-84

8-24-84

9-10-83

9-9-84

12~-20-83

Lawannah Amitin
1/4 x 3/16

Virginia L, Bridge
1/4 x 3/16

Delbert W. Payton
1/4 x 3/16

Charles W. Ours
1/4 x 3/16

M. H. McGrail Est,.
8/8 x 3/16

John D. Gates
1/72 x 3/16 - 1/16

Jack W, McCaw
1/2 x 3/16 - 1/16

W. L. Lyle
1/8 NPR

'Est. Selma Andrews

Est. Selma Andrews

Idos L. Golden
1/6 x 3/16

Exxon Corp. All
Exxon Corp. All
Read & Stevens, All
Inc.

3

¢

R, M. Richardson

None

None

None

None

rage -/~

Exxon Corp. All

Exxon Corp. All

Read & Stevens, All
Inc.

R. M. Richardson 25.00



rage —o-

19. Sec. 35: W5SE4NEX 20.00 12-20~-83 Rocco Muscato R. M. Richardson None R. M. Richardson All
8/8 x 3/16
20. Sec. 35: NE%NW%, 120.00 Est. Martin Yates
NE4Swk,
SW%SE%
21. Sec. 35: E%SE% 80.00 1-14-86 Lorraine R. Hudson " New Mexico 0il Corp. All None New Mexico 0il All
Corp.
1-14-86 Ruth N. Krell
22. Sec. 35: W%SW%, 120.00 12-12-84 Mason R. Calley Exxon Corp. None Exxon Corp. 33.33
" SE%SW% 1/3 x 3/16
12-19-89 Ruth Anderson D. J. Sorenson None D. J. Sorenson 4.763
1/21
) 2-25-90 Alan Buckmaster D. J. Sprenson None D. J. Sorenson 1.588
1/63 .
. ¢
12-19-89 Blair J. Buckmaster D. J. Sorenson None D. J. Sorenson 4,763
1/21
12-19-89 George Buckmaster D, J. Sorenson None D. J. Sorenson 4.763
1/21
1-25-92 Cornelia Buckmaster D. J. Sorenson None D. J. Sorenson 4.763

1/21



’»

{ract #4242 continued

12-19-89

2-26-89

2-25-90

12-19-~89

Roger Buckmaster
1/63

Rhea Calley
1/3

Nancy B. Humphreys
1/63

Margaret McKittrick
1/21

D. J. Sorenson

1721

1,720 Acres Patented (Fee) Lanes

RECAPITULATION

Sorenson

Sorenson

Sorenson

Sorenson

1

1,720.00 Acres Patented (Fee) rmnamM
640.00 Acres State of New Mexico Lands

200.00 Acres Federal Lands

2,560.00 Acres

67.19%
25.00%
7.81Z

100.00%

None

None

None

None

rPage —-9-—

Sorenso:x

Sorensoa

Sorenso:z

Sorenson

1.587

33.33

1.587

4.763



